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PREAMBLE 


The Standing Committee on Public Accounts held hearings on Section 3.01 of the 
1999 Annual Report of the Provincial Auditor on February 16, 2000. This report 
constitutes the Committee’s findings and recommendations on the audit of the 
Family Responsibility Office. 


The Committee would like to extend its appreciation to the officials from the 
Ministry of the Attorney General who attended these hearings. The supplementary 
documentation provided by the Ministry to the Committee was useful during the 
deliberations and in the preparation of this report. 


The Standing Committee on Public Accounts would like to acknowledge the 
assistance provided by the Office of the Provincial Auditor, the Clerk of the 
Committee, and Research and Information Services during these hearings. 


INTRODUCTION 


The Family Responsibility Office (the Office/FRO) is responsible for enforcing 
support orders for the maintenance of a child and/or spouse. The Auditor’s 
objectives in this audit report were to assess whether the Family Responsibility 
Office had adequate systems and procedures in place: 


¢ to enforce support orders and to ensure that services are delivered with due 
regard for economy and efficiency; 


« to measure and report on the program’s effectiveness in enforcing support 
orders; and 


« to ensure proper accounting controls over the receipt and disbursement of 
support payments. 


OVERALL AUDIT CONCLUSIONS AND MINISTRY RESPONSE 


The Provincial Auditor outlined FRO’s collections and disbursements, and 
caseload in the 1999 Annual Report. 


For the 1998/99 fiscal year, the Family 
Responsibility Office had 340 staff and incurred 
expenditures of approximately $28.2 million, 
69% of which related to salaries, wages and 
benefits. Over $500 million was collected and 
disbursed during the year, compared to $300 
million in the 1993/94 fiscal year when we last 
audited this program. As of March 31, 1999, the 
Office had over 170,000 registered cases 
(126,000 cases at March 31, 1994). At that time, 
approximately 128,000 of these active cases 
were in arrears (96,000 cases at March 31, 


1994). The arrears totalled $1.2 billion ($700 
million at March 31, 1994). 


The Auditor observed that when payors went into arrears, the Office did not have 
a satisfactory system of initiating contact and taking the appropriate enforcement 
action, and when enforcement action was taken, there were problems (e.g., long 
time delays between actions and failure to follow-up if previous attempts were 
unsuccessful). The Office’s computer system is a continuing concern due to its 
slowness and at times unavailability. According to the Auditor’s 1999 report: 


We [Office of the Provincial Auditor] 
recommended in our 1994 report that the Office 
improve its computer systems and ensure that: 
the deficiencies identified are corrected. In 
response to our recommendation then, and again 
in our follow-up report in 1996, the Ministry 
stated that the current computer system must be 
replaced. 


The Family Responsibility Office indicated that new initiatives had been taken to 
monitor cases and take enforcement actions in a more timely manner. The 
Auditor concluded that additional performance indicators could be used to better 
measure and report on the Office’s success in increasing compliance with support 
obligations and improving service to the public. The Family Responsibility Office 
generally had adequate systems and procedures in place to ensure proper 
accounting controls over the receipt and disbursement of support payments. 


The Committee endorsed the Provincial Auditor’s recommendations in the audit 
report on the Family Responsibility Office and recommends their implementation. 
The recommendations in this report were prepared by the Committee following 
the hearings. 


ENFORCING SUPPORT ORDERS 


The Provincial Auditor recommended that to help ensure that recipients are 
getting the support payments to which they are entitled, the Ministry should 
improve its procedures for enforcing support orders. Specifically, it should initiate 
contact with payors as soon as payments are in arrears, and take more timely and 
aggressive enforcement actions. 


In response, the Ministry indicated that the Family Responsibility Office has a 
strategy that should lead to a significant improvement in the overall compliance 
rate over the next couple of years. In addition, other initiatives include calling 
payors who are chronically in arrears, targeting specific cases for more aggressive 
enforcement, informing credit bureaus, following up on driver's licence 
suspension cases, default hearings, and educating the public about the importance 
of child support. For example, the Office has now instituted an enhanced 30-day 
follow-up procedure for all cases where enforcement actions have been taken to 
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ensure that dollars are starting to flow. If the enforcement has been unsuccessful, 
Staff are to take more aggressive enforcement actions, following the case each 
month until all the arrears are paid up. 


The implementation of this enforcement strategy means that the program is taking 
more timely and aggressive enforcement actions. The Office expects that it will 
take two years to fully realise the impact of the more aggressive enforcement 
activity. 


Enforcement and Compliance 


The Family Responsibility Office has available passive and aggressive 
enforcement actions to address support orders in arrears. The Office, however, did 
not have a satisfactory process in place to initiate contact and request payment 
from payors in arrears. Two of the provinces that the Auditor contacted indicated 
that a default letter would be sent to the payor within 15 days of an account going 
into arrears. The Provincial Auditor noted that even when enforcement action was 
taken, there were often gaps of more than six months between actions. The more 
aggressive enforcement alternatives were seldom pursued. 


As noted by the Ministry, the amounts collected and disbursed by the Family 
Responsibility Office had increased substantially since the last audit. During the 
past fiscal year, FRO expected to collect and disburse about $532 million, which 
represents a 45% increase from five years earlier. 


The rate of compliance with support orders and agreements has increased. On 
average during the past fiscal year, 58% of cases have been in full or substantial 
compliance with the support order or agreement, according to the Ministry. This 
compares with 53% five years ago. The Ministry prepared the following table on 
caseload and compliance statistics from 1993/94 to December 1999. 





CASELOAD AND COMPLIANCE STATISTICS 
Table No 1’ 

























_ CASELOAD AMOUNT 


(MARCH) RECOVERED 


$455.7 
; 5 
5 


FULL AND SUBSTANTIAL 
COMPLIANCE 
__ (YEARLY AVERAGE) 


49.5% 








97/98 167,205 $472.7 M 
98/99 171,323 $501.7 M 


99/00 172,609 58% $399.5 M 
(Dec) (9 mos) 


Source: Table prepared by the Ministry of the Attorney General for the Standing Committee on 
Public Accounts, dated March 8, 2000. 





There were few enforcement options prior to the passage of the Family 
Responsibility and Support Arrears Enforcement Act. The Ministry’s initial 
response to the audit report findings indicated there was an enforcement strategy 
in place to improve the compliance rate over a two-year period. Enforcement was 
strengthened through new tools, which include passive as well as aggressive 
enforcement actions, in addition to the use of collection agencies. These include, 
for example: 


¢ monitoring cases to take action when payments are in arrears (over 60 days); 
¢ payors in arrears are reported to credit bureaus; 
- the FRO seizes funds from bank accounts and intercepts lottery winnings; 


- the federal-provincial agreement for the electronic garnishment of income tax 
refunds covers Goods and Services refunds, Canada Pension Plan (CRP) 
benefits, and employment insurance benefits; 


¢ adriver’s licence may be suspended; 
- delinquent cases are sent to court for default hearings; and 


* aone-year collection agencies pilot project partnership was undertaken to 
address delinquencies of more than three years. 


' The Auditor’s report referred to 75% of active case being in arrears and the Family 
Responsibility Office statistics in Table No. 1 indicate 58% in compliance (yearly average) for the 
first 9 months of 1999. According to the Office of the Provincial Auditor, 25% of the cases are in 
full compliance or paid up, and the remaining 75% have outstanding arrears (partial compliance) 
even though these payors may be making payments. 
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Committee Hearings 


The Ministry agreed with the audit report that there are opportunities to take more 
timely and aggressive enforcement actions, indicating that enforcement is a top 
priority. According to the Deputy Minister, arrears have generally stabilised and 
more money is flowing to families and children, representing a 45% increase over 
the last five years. 


The Ministry concurred with the Auditor's observation that overdue accounts are 
more likely to be collected if collection efforts begin early. At times, FRO acted 
on the basis of a complaint, however, now the Office monitors cases, taking 
action when money is not flowing on time. The FRO's practice is to contact the 
delinquent payor when an account becomes 60 days overdue, and other 
enforcement actions are taken if this initial contact does not resolve the situation. 


The Ministry indicated that it has performance standards that are monitored, and 
that it is looking for new ideas and processes by which it can improve program 
efficiency. The Deputy Minister explained that it is pursuing innovative ways of 
being more cost-effective in the delivery of services, for example, under the opt- 
in/opt-out option. Also, the Ministry is addressing the possibility ensuring that 
the cost of some of the enforcement activity is borne by the payor. 


The Ministry provided the Committee with supplementary information on 
collections that resulted from the enhanced use of enforcement tools, for example, 
passport suspensions, bank garnishments, default hearings, and orders against 
third parties sheltering assets. According to the Ministry, it is difficult to 
determine whether one or all of the various actions would contribute to the change 
in a payor’s behaviour. 


Committee Recommendation 


The Committee enquired about the extent to which some enforcement activities 
are more successful than others. The Ministry explained that multiple tools are 
used simultaneously, and that it is not easy to track and attribute recoveries 
achieved by a single enforcement tool. 


The Committee questioned why it required two years before significant 
enforcement activity was realised. The Deputy Minister explained that the audit 
was conducted in the early days of certain new tools. Therefore, the Ministry 
required time before it was possible to implement and gauge the effectiveness of 
these tools. It required the intervening period for the tools to mature. The 
Ministry indicated that it continues to monitor the use of enforcement. 


The Committee stressed the importance of performance standards and the role for 
benchmarking and performance targets. The Committee was concerned that the 
Office was not using all available enforcement options to obtain support payments 


in a timely manner. 





The Committee therefore recommends that: 


1. The Family Responsibility Office should make every effort to 
obtain support payments on schedule, and in a timely manner, 
employing the enhanced enforcement procedures. The Ministry 
should establish performance criteria and benchmarks to measure 
the performance of the enhanced enforcement procedures. 


Case Management 


The Office advised the Auditor that under issue management, enforcement 
officers are able to respond to client inquiries in a more timely manner. The 
Auditor noted that in general their responsibility was limited to the issues on 
which they worked and they were not responsible for monitoring individual cases 
to ensure payments were made or as required, taking the appropriate enforcement 
action. This approach resulted in gaps between enforcement actions. 


The Auditor expressed concerns over the issue management, as inefficiencies 
were evident due to too many officers assigned to a single case. The other 
provinces contacted by the Auditor adopted a case management approach where 
responsibility for monitoring support payments and taking the appropriate 
enforcement action on each case was specifically assigned. This approach 
permitted enhanced accountability on a case by case basis. 


The Provincial Auditor recommended that to be more effective in collecting 
support payments and to ensure better accountability and efficiency, the Ministry 
should review its current approach to deploying enforcement officers and taking 
appropriate action to correct any deficiencies. The Ministry responded that the 
Office has adopted a new model for case assignment. The multi-disciplinary team 
approach requires that files will be assigned to teams and files requiring 
aggressive enforcement will be allocated to client service associates until the case 
is in full compliance. 


The Office’s new enforcement strategy is designed to enhance the compliance 
rate. According to the Ministry the initiatives include calling payors in arrears 
and targeting specific cases for more aggressive enforcement. In addition, there is 
a 30-day follow-up procedure for all cases where enforcement actions have been 
taken to ensure that funds are flowing. If the enforcement has been unsuccessful, 
staff are to take more aggressive enforcement actions, following the case on a 
monthly basis until all the arrears are addressed. 


Supplementary Information 


The Ministry provided the following information on the Ministry’s enforcement 
efforts, which were undertaken independently of the Collection Agency Pilot 
Project (CAPP). 


Twenty staff were assigned full time to the 
special team commencing April 1998 until 
CAPP was in place. Their duties were to work 
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exclusively on cases in which no payments had 
ever been made. They did not spend any part of 
their day answering Call Centre calls, unlike 
most Client Services staff. 


The priority was to identify cases with a history 
of persistent default, and take appropriate 
enforcement actions to get support flowing. 
There was no specific target for the amount of 
arrears to be collected by the team nor was a 
computerised model developed to track 
collections, as was the case for the CAPP 
project. As a result of the team’s work, 5,000. 
cases were closed and arrears were reduced by 
over $100 million in 1998. These closures were 
based on findings such as: the terms of the 
support no longer applied; the clients made 
direct payments outside of FRO, or the support 
payor was deceased. 


The team is still operating at FRO. Its current 
responsibilities include monitoring new cases 
that fall into default after 60 days and contacting 
payors to find out why; reviewing cases that fall 
into default after being in compliance for at least 
three months; and working on cases assigned to 
social assistance delivery agents. This team is 
also assisting with the review of cases that have 
been returned from the CAPP project. 


The team contacts payors as soon as a missed 
payment has been identified, to ensure the payor 
does not fall into a pattern of non-compliance. 


Committee Hearings 


The Committee recognises that various avenues have been pursued in the 
collection of arrears, using internal staff and collection agencies. The Deputy 
Minister pointed out that the cost of the FRO staff enforcement option was borne 
by the taxpayer and the private collection agency project by the payors. 


The case was made that a specialised FRO unit operating on a case basis and 
dedicated to collections would be a significant asset, in addition to external 


collection efforts. 


Committee Recommendation 


The Committee has concluded that a specialised FRO collection team could 
operate on a permanent basis to oversee the collection of support payments in 
arrears, possibly in conjunction with collection agencies. 
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The Committee therefore recommends that: 


2. The Family Responsibility Office should investigate the option of 
creating a permanent FRO staff team focused on the collection of 
support payments in arrears, using all available FRO enforcement 


tools. 


PERFORMANCE MEASURES 


The Provincial Auditor recommended that to better measure its success in 
increasing compliance with support obligations and improving service to the 
public, the Family Responsibility Office should develop and report on additional 
performance measures, including the age of accounts in arrears, the number of 
blocked calls to the call centre, and the results of periodic client satisfaction 
surveys. 


In response to the audit, the Ministry stated that the Family Responsibility Office 
has a large number of performance measures or indicators, which assist the Office 
in successfully meeting its approved business plan and customer service 
objectives. The Office monitors the percentage of payments collected from 
payors and turned over to recipients within two days, and the number of cases and 
total arrears. The Family Responsibility Office has not been able to find a reliable 
product to accurately capture information on blocked calls and it 1s in the process 
of implementing a computer telephone integration application, which will enable 
it to better manage the call centre. 


Committee Hearings 


In the context of the general administration of the program, the Committee 
enquired about what the Office will have achieved over the next two years in the 
overall management of new and existing cases. At issue is the effectiveness of 
the existing performance measures and benchmarks to measure progress. The 
Committee indicated the importance of demonstrating the achievements in their 
collection efforts and the extent to which they have exceeded previous rates. 


The Ministry stated that it measures the effectiveness of the organisation on the 
basis of performance criteria, which define the processing of funds to families. 
Benchmarks are used to measure the amount of money flowing, the percentage 
increase of money flowing, and the compliance rates. According to the Ministry 
this is as an objective assessment of the program effectiveness, establishing cases 
in compliance or in substantial compliance today, in comparison to the statistics 
from earlier periods. 


The Committee enquired about incorporating specific estimates by program 
category as a management information tool to track progress. According to the 
Ministry, results are assessed as they become available. It has committed to set 
targets for program areas, establishing realistic objectives, based on trends. In 
addition, the Office is pursuing new processes to improve program efficiency. 
For example, it is in the process of setting performance targets on how much can 
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be recovered of the $275 million in arrears, representing 24,000 cases older than 
six months. 


Other performance measures in place that are currently tracked include 

access to the program by individuals, the number of calls processed, the average 
waiting time, and the turnaround time in getting money to families. The 
Ministry's statistics indicated improvements in compliance rates, amounts 
recovered, waiting times, and the turnaround time in payments. Other innovations 
include technological innovations such as the Electronic Corporate Link to 
Internet Payment Services or the E-CLIPS project, the computer-telephone 
integration project, and the automated phone system. 


Committee Recommendation 


Performance measures are designed to contribute to informed decision-making 
and institutional change within the business planning and allocations process. In 
conjunction with the integration of performance measures, this process requires 
the definition of core businesses and expected results and the establishment of 
standards and/or targets. 


The Committee recognised that certain performance measures have been 
introduced to benchmark systems and procedures and that performance has 
improved over the past two years. Nevertheless, additional indicators are required 
to measure service delivery, and ensure program compliance. New performance 
standards with accompanying targets would assist in providing an improved basis 
for measuring performance as set out in legislation and regulations. 


The performance measures are used to monitor progress and to identify 
shortcomings and, in the event of cases of non-compliance, new performance 
measures may be required. An accountability review could be used to establish 
compliance levels with support obligations and inadequacies in service delivery. 


The Committee therefore recommends that: 


3. The Family Responsibility Office’s performance measures should 
be evaluated to determine their appropriateness and to identify 
outstanding areas in need of such measures. In the event that 
shortcomings in performance measures are identified, the FRO 
should prepare new measures, indicating administrative 
benchmarks. 


PRIVATE COLLECTION AGENCIES 


The Auditor’s report addressed the FRO’s pilot project of one-year contracts with 
three private collection agencies. The Collection Agency Pilot Project (CAPP) 
specifically addressed cases in arrears for more than three years. A total of 
19,000 cases were transferred to the private agencies with arrears of 
approximately $394 million. The FRO has reviewed the use of private collection 
agencies and has decided to proceed with additional contracts under the CAPP. 
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Committee Hearings 


The debt collection agencies were successful in locating some of the delinquent 
support payors, totalling, $8.7 million.According to the Ministry, it is expanding 
its use of collection agencies in a second phase. In February 2000 it notified the 
Committee that tenders had been received and that it would enter into agreements 
with the agencies in the Spring 2000. A total of 24,000 cases, representing $275 
million in arrears will be transferred to the agencies, representing cases in arrears 
from six months to three years. 


Supplementary Information 


The Ministry provided the following supplementary information on the Collection 
Agency Pilot Project and the second phase - the Enhanced Collection Agency 
Project. 


The agencies were paid a 5 % collection fee 
when support payments were made toward 
ongoing support. Collection agencies were paid 
a 25 % collection fee when support payments 
were made to FRO on outstanding arrears. 
Where new information was obtained that 
ultimately led to monies being collected by FRO 
after the pilot project had finished, the agencies 
were paid a $150 per case “finder’s fee”. All 
collection agency fees are paid by the 
delinquent support payor and were added to the 
total amount owed. As of February 2000, the 
collection agencies have received $799,750 in 
collection fees. This amount is in addition to the 
amount collected or negotiated on behalf of 
support recipients. 


On November 10, 1999, all CAPP cases were 
returned to FRO, and a dedicated team of 19 
FRO staff are currently reviewing these cases 
for further enforcement action. 


CAPP Results: 


Over the duration of the pilot project, $7.8 
million was collected by the collection agencies 
or negotiated for payment. Since November 
1999, when the cases were returned to FRO, an 
additional $900,000 has been located by FRO 
after follow up enforcement actions were 
initiated based on new information gathered by 
the collection agencies. So far, the total amount 
collected and negotiated through CAPP adds up 
to $8.7 million. 


ita 
Based on the success of CAPP, FRO is 
expanding the use of collection agencies. Phase 
2, the Enhanced Collection Agencies Project 
(ECAP), will use private collection firms to 
collect debt on behalf of 24,000 families who 
are owed support that is more than 6 months 
overdue. Responses to a Request for Proposal 
are currently under review. 


The Deputy Minister explained that this approach would result in increased 
enforcement and more money flowing at no additional cost to the taxpayer, as the 
costs of the program will be borne by the payor. The Family Responsibility 
Office described the fee structure: 


With respect to those situations where there 
hasn't been a full payment, there is a scale by 
which the collection agency gets some money, 
up to a threshold of 25% of the payment, but the 
total arrears are never taken off the books. If we 
haven't got all the payment, we will continue to 
enforce until we get all of the money, and the 
recipient is not out of pocket because of that. 


The Ministry indicated that it wants a system that makes payors bear some of the 
cost of enforcement. The Committee is concerned that the recipient is out-of- 
pocket up-front when the collection agency is involved. For example, if 50 % of 
the arrears is received in a payment, rather than the total amount received being 
forwarded to the family, a fee goes to the private collection agency. The Ministry 
made the point that this money would not have been received prior to the CAPP 
initiative. This project located $8.7 million and approximately $1.7 million is 
under agreement to be paid. 


Committee Recommendations 


The Committee noted that there is no guarantee that the families will receive all 
outstanding arrears and that interim payments are reduced by the collection fee 

under CAPP. In contrast, under FRO collections, the families receive 100% of 
the funds collected on their behalf. 


The Committee recognises the challenges of dealing with existing contractual 
obligations negotiated between the Ministry and collection agencies, and that 
enforcement actions have been taken under these agreements. Nevertheless, in 
order to provide the maximum payment to recipients, the Ministry of the Attorney 
General needs to assess both the timing and nature of the fees for agencies. 
Payments to collection agencies could be delayed until all arrears are collected or 
alternatively, the province could assume interim fee payments to these agencies, 
with associated interest costs borne ultimately by the payor. 
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The Committee therefore recommends that: 


4. The Ministry of the Attorney General should review the timing 
and basis of the new fee structure for collection agencies, taking 
into account the necessity to forward all payments in arrears to 
families in need, at the earliest time possible. 


The “terms of reference,” specifically the section(s) pertaining to the fee structure 
for the Enhanced Collection Agencies Project, are required by the Committee for 
review. 


The Committee therefore recommends that: 


5. The Ministry of the Attorney General should provide recipients, 
payors and the Committee with any new fee structure for 
collection agencies under the Enhanced Collection Agencies 
Project. 


ACCOUNT INFORMATION 


The Family Responsibility Office does not have a system in place to regularly 
provide payors and recipients with a comprehensive account statement, which 
would include, for example, the payment history and account balance. The 
Office’s practice has been to provide such information upon request. 


The Provincial Auditor concluded that to ensure accurate, up-to-date records are 
kept on payors’ and recipients’ accounts, the Ministry should establish a process 
to periodically verify with payors and recipients the information on their accounts. 
It was recommended that this should be done through formal communications 
with clients, for example, a periodic account statement to assist with record 
verification. 


The Ministry stated in its initial response that it is the clients’ responsibility to 
keep the Family Responsibility Office informed of current information. The 
Office uses the telephone automated information system to provide payors and 
recipients with payment information. The Office has committed to ensure that 
payors provide up-to-date information. 


Committee Recommendation 


The Committee has concluded that comprehensive FRO account information is 
required by individuals for financial purposes, such as filing income taxes. The 
Family Responsibility Office is in a position to provide comprehensive payment 
schedules, offering a history in summary format of an individual’s financial 
relationship with the Office. 
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The Committee therefore recommends that: 


6. The Family Responsibility Office should provide payors and 
recipients with a history of their financial relations (Schedule A) 
with the Office upon request on an annual basis, free of charge. 


RECEIPT AND DISBURSEMENT OF SUPPORT PAYMENTS 


Registration of Cases 


The Family Responsibility Office has introduced electronic remittance options to 
improve services and speed up processing time. The Auditor observed that 
approximately 25% of the payments were received electronically. A bank 
processed the majority of the payments on the Office’s behalf, with the payment 
information converted to an electronic format and forwarded to the Family 
Responsibility Office. 


The Office is seen to be a leader in e-commerce, offering various electronic 
payment options to family support payors and employers remitting on their 
behalf. These options include automatic payroll deduction and pre-authorised 
payments. Furthermore, 85% of recipients receive their money through direct 
deposit. 


Committee Hearings 


The Ministry provided the following supplementary information, which pointed 
out that currently, 36% of payments are transmitted to FRO electronically and that 
other forms of electronic payments are faster, more reliable and more secure than 
a cheque. 


. . the E-CLIPS initiative, a partnership 
with the Royal Bank of Canada, uses the most 
current technology to automatically and 
securely process support payments. This is a 
service, which enables companies to remit 
support payments through the Internet. It is a 
fast, secure, and effective way to submit support 
payments. Since October 1999, almost 200 
companies have signed on to use this system. 


In the interest of getting more money to families 
and children faster, FRO encourages payors 
who have been using post-dated cheques to 
choose a faster and more efficient electronic 
payment method. Over the past year, the 
number of post-dated cheques processed by 
FRO has decreased by 20% to 8,000 monthly. 
FRO expects to introduce a $10 per cheque 
administrative fee this spring. This will help 
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reduce FRO’s costs of manually processing 
post-dated cheques. 


The Ministry provided supplementary information on the administrative fees 
charged for post-dated cheques in other provinces. British Columbia has an 
annual enforcement fee and Nova Scotia and Prince Edward Island are 
considering introducing administrative fees. The federal government charges $38 
per year for federal garnishments and the garnishments include: 50% of 
Employment Insurance payments, Income Tax and GST reimbursements. 


The Family Responsibility Office notified its clients regarding the post-dated 
cheque policy fees in November 1999. 


The targeted notification of clients about the 
new administrative fees will begin before the 
new fees come into effect. In the meantime, if 
clients who pay by post-dated cheque call FRO, 
they are being advised that, effective this spring 
[2000], a fee will be charged for each post-dated 
cheque. FRO payors who have paid by post- 
dated cheque are advised to consider no fee 
electronic alternatives to make their support 
payments, including pre-approved payments and 
telebanking. 


According to the Ministry, the expected collection of administrative fees is 
estimated at $1 million. 


COMPUTER SYSTEM 


The FRO's computer system was designed to record support payments, and to 
track registered cases, arrears and enforcement activities. In 1994 the Provincial 
Auditor noted inadequacies in the enforcement efforts through the Maintenance 
Enforcement Computerised Accounting (MECA) system. For example, staff 
were not provided with a summary of the cases with outstanding information. 
The Auditor recommended that the Office should address these deficiencies. In 
response to the 1994 and 1996 reports, the Ministry concluded that the system 
required replacement. 


The 1999 audit report provided an update on recent initiatives, and identified 
concerns. The MECA functions and file structure remained substantially 
unchanged, for example, the documented analysis of alternative solutions to 
MECA's performance problems had not been addressed. The system was slow 
and frequently unavailable, lacked an archive function, and had data 
storage/archive problems. Also, there were delays in data entry and file updates. 


The Provincial Auditor recommended that to prevent the disruption of services 
the Ministry should take steps to improve the performance and availability of its 
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computer system. The Ministry responded to the audit indicating that the Family 
Responsibility Office would address the performance problems through an 
architectural review of the MECA system after the Y2K freeze. A review was to 
include an availability and reliability audit of the system, including upgrading the 
document imaging software and database server to handle the increasing volume 
of clients. Availability tracking was instituted in March 1, 1999 and the 
development and implementation of a data archiving function was to be part of 
the architectural study in 2000. 


Committee Hearings 


The Committee enquired about the capacity of the Office’s computer system over 
the long term. Specifically, concerns were raised as to whether the changes made 
to the MECA system through the Family Responsibility Office New Technology 
(FRONT) initiative will address the issues in 1994 and 1996 audit reports. For 
example, in 1994 the Provincial Auditor identified problems related to slowness 
and unreliability. The Ministry responded that the FRONT initiative has assisted 
the client service associates by providing a user-friendly means of accessing 
information. 


Request for Proposals (1996) 


The Request for Proposals (RFP) for computer consulting services in November 
1996 focused on improvements to the existing system, rather than the design of a 
new system. The RFP addressed improvements across the existing system, with 
the objective of implementing changes set out in the new provincial legislation. 


The Ministry was not able to provide the Committee with an estimated cost of a 
new computer system for the Office. 


Computer System Assessment and Innovations 


The Ministry reviewed the program responsibilities, its evolving mandate, and the 
advances in technology following the 1996 report. An architectural review was 
conducted and it was concluded that improvements would be preferable to 
replacing the entire system, thereby ensuring the continuity of service. A 
replacement system would have taken two or three years to build, at an unknown 
cost according to the Ministry. Over the last three to four years, $5 million had 
been spent on system improvements. Consequently, the Office decided to pursue 
a cost-effective, lower risk option introducing technology in an incremental 
manner, which included additional enforcement tools. 


In addition, the Ministry completed the upgrading of the document imaging and 
other innovations through the E-CLIPS project (e.g., the computer-telephone 
integration project and the automated phone system.) Additional improvements 
are planned, which will include the development of data archiving, and secure 
Internet access for the social assistance benefits and the panel lawyers, a 
computer-telephone integration system and the voice-automated system. 
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In conclusion, the Ministry indicated that the system’s performance has improved 
with the incorporation of new technology, which includes the turnaround time for 
the receipt and disbursement of funds. 


Committee Recommendations 


The Auditor’s long-term concerns with the Family Responsibility Office’s 
computer system, as identified in the three audit reports during the 1990s, were of 
significant interest to the Committee. It was noted in the 1999 audit report that 
the Office had spent over $2.3 million on computer services consulting contract 
relating to the installation of a front-end interface to the existing computer system. 
Nevertheless, the technology enhancements have not addressed issues identified 
as far back as the 1994 audit report, for example, related to system-wide 
performance. 


The Committee concurs with the Provincial Auditor that the absence of 
significant improvement is of concern. It was concluded that a feasibility study is 
required to address the possible replacement of the Office’s computer system. On 
the basis of the responses to the Request for Proposals, the Office would be in a 
position to decide on an appropriate course of action, taking into account current 
and projected requirements addressed in the RFP submissions. For example, the 
capacity to generate a status report or case profile on each file could be integrated 
into a new system via FRO Internet access. Given the sensitive nature of the 
personal financial information in these accounts and security requirements, the 
criteria for the system design and operation would be subject to the Freedom of 
Information and Protection of Privacy Act and other authorities as required. 


The Committee therefore recommends that: 


7. The Family Responsibility Office should proceed with the 
preparation of “terms of reference” for a feasibility study on the 
replacement of its computer system. On the basis of the responses 
to the Request for Proposals, the Office would be in a position to 
decide on the feasibility of either retaining, or replacing the 
system. A new or redesigned system should address the provisions 
of the Freedom of Information and Protection of Privacy Act and 
other relevant enforcement agencies with responsibility for the 
security of confidential files in the public sector. 


8. A feasibility study of the Family Responsibility Office’s computer 
system should evaluate the option of providing each client with 
Internet access to certain components of their file, for example, a 
“status of enforcement report.” 


ADMINISTRATIVE FEES 
Committee Hearings 


During the hearings, the Deputy Minister explained that fees are desi gned to 
encourage prompt payment of orders. Some Members of the Committee 


i” 
questioned the appropriateness of charging administrative fees. Supplementary 
information was requested by the Committee from the Ministry on the use of 
administrative fees, specifically the rationale and the magnitude of fees. The 
FRO’s response, dated May 26, 2000, is enclosed in this report. 


The Committee’s concern over the use of administrative charges to clients 
focused on two areas, namely, fees applied to enforce a support order in response 
to a persistent or wilful default, and fees relating to the issuance of a confirmation 
of identity letter. The Committee addressed the second matter. 


Committee Recommendation 


The Committee concluded that it is not acceptable that a private citizen may be 
incorrectly identified in a case and that the innocent party is required to obtain a 
confirmation of identity letter, to establish his/her non-involvement, and to remit 
the associated fee. 


The Committee therefore recommends that: 


9. Private citizens should be afforded full protection against 
instances of mistaken identity in cases administered by the Family 
Responsibility Office, Ministry of the Attorney General. The 
Office should undertake to develop an administrative system that 
clearly identifies persons within their case management system, 
thereby ensuring against the inclusion of individuals not involved 
in FRO cases. No fees shall be assessed in the case of a mistaken 
identity by FRO staff. 


MINISTRY RESPONSE TO COMMITTEE REPORT 


The Standing Committee on Public Accounts requests that the Family 
Responsibility Office, Ministry of the Attorney General, provide a comprehensive 
response to the Committee Clerk within one hundred and twenty days of the 
tabling of this Committee report. 
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FRO’s Response to the Committee on 
Administrative Fees (May 26, 2000) 


Q.1. The basis or rationale for the $150 fee for the issuance of a Confirmation of 
Identity Letter. 


A.1: As part of real estate transactions, FRO is frequently asked by law firms and 
individuals to prepare Confirmation of Identity letters. These letters often do not 
relate to FRO clients. For example, a home buyer may ask FRO to confirm that 
the “John Doe” who is selling the home is not the same “John Doe” who is in 
arrears for child support. 


The preparation of each Confirmation of Identity letter requires a significant 
amount of administrative work. The determination of the fee amount was based 
on several factors including a comparison of similar services provided by legal 
firms and the value of the time and resources taken by a FRO employee to 
prepare a Confirmation of Identity Letter. 


Q.2. Possible steps that could be taken and applicable fees charged over a “nine- 
month enforcement period” by the Director. The point when the fee (maximum of 
$400) is applied to enforce a support order in response to a persistent or wilful 
default. The point when the fee is payable to the province. A few examples of 
how this fee has been applied and how recipients have been affected. 


A.2: Over one nine-month period, any or all of the following steps could be taken 
on a case and a $400 fee would be applied to the case: 


- Notice of Garnishment (i.e., garnishing bank accounts, inheritance, 
sources of income other than employer) 


- Registration of Support Order against land 


- Federal Licence Denial (including passports, federally issued licence 
such as pilot’s licence) 


- Driver’s Licence Suspension 


- Default Hearing 


When initial enforcement measures (such as deducting support from an employer 
or reporting the payor to the credit bureau) have not resulted in support being 
made, any of the five types of enforcement measures listed above may be taken. 


The $400 enforcement fee is added to the payor’s arrears when FRO issues a 
Notice of Garnishment, Registration of Support Order against land, Default 
Hearing, or when FRO suspends a driver's licence or takes action to suspend a 
federal licence. 


Only one enforcement fee will be charged within a nine-month period, no matter 
how many aggressive enforcement actions are taken. The nine-month period 
begins with the first enforcement action that triggers the enforcement fee. If FRO 
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takes an additional aggressive action after nine months has passed, another $400 
fee will be charged. 


The fee is payable to the Province of Ontario after all arrears owing to the 
recipient have been paid. 


The benefit to recipients of the existence of an enforcement fee is that payors will 
be motivated to pay family support on a timely basis. Support payors will not pay 
an enforcement fee if their cases are in good standing and FRO doesn’t have to 
take aggressive enforcement action on their case. All FRO payors have been sent 
general information about enforcement fees and when they would apply. 


The following is a general description of how these enforcement steps could be 
carried out in a case that has been in arrears for about three months, and at 
which point the enforcement fee would be applied: 


1) FRO attempts to contact the payor by phone and/or in writing to 
determine whether the payor will resume paying support. 


- The payor may be contacted in writing to enter into a voluntary 
payment plan. The letter also includes a notice about the enforcement 


fee. 


2) FRO begins initial enforcement measures such as Support Deduction 
Notice against the payor’s employer or Federal government to capture 
50% of wages or employment insurance or income tax refunds. 


3) Ifthe payor refuses to make payments, FRO takes one or more of the 
following actions simultaneously or one after the other, depending on the 
circumstances of the case: 


- Notice of Garnishment (i.e., garnishing bank accounts, inheritance, 
sources of income other than employer) — the enforcement fee is added 
to the arrears at the time the garnishment is issued 


- Registration of Support Order against land — the enforcement fee is 
added to the arrears at the time the Registration is made 


- Federal Licence Denial (e.g., passport denial, pilot licence denial or 
suspension) — the enforcement fee is added to the arrears 40 days after 
the payor has been warned in writing 


- Driver’s Licence Suspension (DLS) — enforcement fee is added to 
arrears when the suspension comes into effect 


- Notice of Default — enforcement fee is added to arrears at the time the 
payor is served with a Notice of Default. Notice may be issued after 
FRO has suspended a driver’s licence, or, if the payor does not 
possess a driver’s licence, after all other measures fail to change the 
payor’s behaviour. 
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Actual examples of how the enforcement fee has been applied: 
Case #1 


FRO has been enforcing this case for seven years. FRO had been attempting to 
locate the payor for the past four years. The payor was located in February 
2000, through FRO's trace and locate efforts. The payor does not return FRO's 
phone calls or letters. FRO writes to the payor in February 2000, warning that 
FRO will issue a Federal Licence Denial unless the payor enters into a payment 
plan for the arrears owing. As the payor refused to enter into a repayment plan, 
FRO issues a Federal Licence Denial (including passport suspension) and adds 
the enforcement fee to the payor’s arrears on April 27, 2000. FRO is currently 
proceeding with a Default Hearing. 


Case #2 


FRO locates the payor in January 2000, through search and locate actions. The 
payor is sent a first notice for Driver’s Licence Suspension. The payor contacts 
FRO. However, the payor refuses to provide information about any current 
employer or income source. As the payor refused to enter into a repayment plan 
or to pay the arrears, FRO suspends the payor’s driver's licence and adds the 
enforcement fee to the payor’s arrears on May 8, 2000. FRO is currently 
proceeding with a Default Hearing. 


APPENDIX A 


DISSENTING OPINION OF THE NEW DEMOCRATIC PARTY CAUCUS ON 
THE REPORT OF THE STANDING COMMITTEE ON PUBLIC ACCOUNTS 
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DISSENTING OPINION OF THE NEW DEMOCRATIC PARTY CAUCUS ON 
THE REPORT OF THE STANDING COMMITTEE ON PUBLIC ACCOUNTS 


FAMILY RESPONSIBILITY OFFICE 
Section 3.01, 1999 Annual Report of the Provincial Auditor 


The New Democratic Party welcomes the opportunity to outline its reasons for dissenting 
from the Report accepted by a majority of Committee members. While we agree with a 
number of the recommendations finally adopted by the Committee, we cannot accept 
Recommendations 2,4,5,6, and 9. These involve the use of private collection agencies by 
the government and the implementation of new user fees at the Family Responsibility 
Office—two matters which our caucus remains very much opposed to. Further, the 
government has refused to enact one of the recommendations made by the Provincial 
Auditor, and we take exception to that decision, since it would clearly benefit recipients 
whom this Office, and Ministry, are obliged to protect. Finally, we must express our 
deep concern with a proposal to significantly change the nature and operation of the 
Family Responsibility Office, which the Deputy Minister indicated is under active 
consideration within Ministry of the Attorney General. The specific reasons for our 
dissent are listed below. 


The NDP appreciates the work done by the Provincial Auditor and his staff in auditing 
the Family Responsibility Office and we endorse the recommendations made in the 1999 
Annual Report. We look forward to the Auditor’s follow-up report to see if the Ministry 
of the Attorney General actually implements them. 


The Committee questioned Ministry officials on the contents of the Auditor’s Report in a 
public session on February 16, 2000. It was shameful that the government used its 


majority to shut down the proceedings that day, to avoid further questions by the 
Opposition of Ministry staff. 


Reasons for the Dissent 


1) Payment of Interest on Arrears 


The Auditor revealed in his audit that many of the court orders registered in the last 2 
years (60% in his sample) had specific rates of interest to be paid if the case went into 
arrears (as compared to 18% of the cases prior to that time). However, the Family 
Responsibility Office does not calculate interest on arrears. The Auditor concluded the 
amount owed to recipients would be substantial if the Office actually calculated and 
collected these interest payments. He made a specific recommendation to the 
government to do just that. The Ministry replied it was meeting its legal obligations by 
advising recipients it was their responsibility to calculate interest payments and submit 
these with a sworn statement of arrears. Further, the Ministry advised that the Office’s 
computer system could not automatically accrue and calculate interest payments when 
support was in arrears. The Ministry also advised it was not “economical” for staff to 
calculate the interest! Despite the Auditor’s recommendation, the government refuses to 
have its staff do this important work. 


The New Democratic Party caucus believes interest payments are an integral part of 
support payments. This is particularly important given the dramatic increase in the past 2 
years, of orders where interest is applicable. The Office must assume its legal 
responsibility by having its staff calculate interest on arrears and ensure this money flows 
to recipients when arrears are collected. Further, this matter reinforces the many reasons 
why the Office should immediately proceed to do a feasibility study to determine how its 
current computer system can be replaced. 


2) Use of Private Collection Agencies 


In July 1998, the government contracted 3 private collection agencies to try to collect 
money on cases in arrears for over 3 years. This pilot project ended in November 1999 
with the agencies having collected a dismal 2% of the $450 million owing to recipients. 
By all accounts, the project was a complete disaster—except by Conservative 
government accounts! On June 3™, the Attorney General announced another contract 
with 3 more private collection agencies, this time to collect arrears of 6 months to 3 
years. This project involves some 24,000 files representing $275 million in arrears. 


The NDP is opposed to the use of private collection agencies for 3 reasons. Firstly, it 
reinforces the fact that the Office is understaffed and cannot carry out its prime 
responsibility of enforcing support orders. Cases in arrears of 6 months are now being 
transferred to the private sector to handle. These are exactly the cases which FRO staff 
should be able to aggressively pursue using all of the enforcement tools available to 
them. Ifthe FRO staff can’t even manage these recent cases, then the workload problem 
at the Office is very serious indeed, and the government ought to deal with it, rather than 
trying to offload its legal obligation onto the private sector. Secondly, it became clear 
during the public hearing that arrears owed to recipients and their families, was actually 
diverted to pay collection agencies. The Deputy Minister had to admit that the payment 
scheme used by the Harris government to pay the collection agencies, permitted a portion 


of the arrears coming in, to go to pay the private agencies. This was done on a sliding 
scale—up to 25% of the money coming in was diverted, until all of the arrears had been 
paid off. This scheme is offensive to the NDP because private collection agencies were 
paid off the backs of primarily women and children whom the Harris government has a 
legal obligation to protect. Further, the scheme completely contradicted promises made 
by the Attorney General that recipients would not bear any costs of the pilot project. 
Indeed they did—the collection agencies were paid money owed to women and their 
families. The Committee does not know if the same payment scheme was agreed to by 
the Harris government again, in its June agreement with 3 more collection agencies. It is 
abhorrent that the Conservatives would divert money legally owed to primarily women 
and children, to pay private collection agencies. Thirdly, the decision to use collection 
agencies appears to come at the expense of instituting a permanent staff team at the FRO 
to collect arrears. The Auditor noted that in July 1998, a team of 20 enforcement officers 
was given the job of increasing collection efforts by following up on cases where no 
payments had been received. As a result of their work, 5000 cases were closed because 
they found the terms of support no longer applied, direct payments were made outside the 
FRO, or the payor was deceased. Arrears were reduced by $100 million dollars. The 
team was far more successful in determining what was happening with arrears than the 
collection agencies ever were. The NDP is convinced that a permanent staff team already 
familiar with the workings of the FRO, aggressively using all the enforcement tools at 
their disposal, would collect far more in arrears that collection agencies ever could. 
Regrettably, the Harris government doesn’t appear to be interested in what can be 
accomplished by its own FRO staff. 


The New Democratic Party caucus believes the government should properly fund the 
FRO so its own staff can assume responsibility for enforcing support orders and 
collecting arrears. This would respond to a commitment made by the Attorney General on 
February 1°, 2000, when he announced he would be hiring more staff at the Family 
Responsibility Office. Finally, the government should create a permanent FRO team to 
do nothing else but aggressively pursue outstanding arrears with all the enforcement tools 
available. 


3) New User Fees 


During the Committee deliberations on the FRO, the Attorney General announced and 
then implemented, a series of new user fees at the Office. As such, these became a part 
of the Committee Report. Our caucus is opposed to 4 of the 5 new fees as they represent 
nothing more than a money grab by the government, and directly and negatively affect 
recipients and payors who are legitimately and appropriately using the Office. The 5"" fee 
is a joke as it exposes how little the Conservatives are really doing about getting tough 
with defaulting payors. The chart on the following page outlines the situation. 
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The Attorney General estimated making $1.0 million dollars annually with his new fees. 
Clearly, the bulk of this comes from charging recipients and payors to obtain Statements 
of Arrears. Our experience is clients ask for this information for income tax purposes, to 
determine if the FRO is applying cost-of-living allowances, or to ensure the Office has 
made adjustments to payments when staff are supposed to. Clients should not have to 
pay for information they need to prove they are paying support or need to fix mistakes 
regrettably made by FRO staff! 


Charging to adjust for payments made outside the FRO serves only to penalize many 
payors who provide extra dollars to their families for presents at Christmas, to help buy 
clothes for the new school year, buy winter clothes, etc. We can’t understand why the 
government wants to penalize those individuals who are trying to do the right thing. 


The fee for use of post-dated cheques, to pay support, is ludicrous. This is a penalty 
against payors who are actually meeting their support obligations—they are paying 
recipients what and when they are supposed to. The government should leave these 
payors alone and concentrate its enforcement efforts on individuals who are actually 
defaulting on their support payments. 


The fee to obtain a “confirmation of identity” letter is also ridiculous. An individual who 
is not a client of the FRO will now have to pay to obtain a letter from the Office to prove 
he/she is not in arrears, and therefore should not be denied a mortgage, credit, etc. The 
government should concentrate its efforts on ensuring individuals are not mistakenly 
identified as owing money in the first place. The emphasis should not be on penalizing 
people who have nothing to do with the FRO but now must pay to prove that. 


The final fee, to pay for enforcement action, clearly shows how little the Conservatives 
are doing to get tough with defaulting payors. The government anticipates collecting 
$100,000 from charging $400.00 for each action taken against a payor in a 9-month 
period. That means only 250 defaulting payors will be affected—a lousy 0.1% of all the 
payors who are currently in arrears. That is hardly an effort to be proud of—unless you 
recall that under the Harris government, arrears have also risen from $700 million dollars 
to $1.2 billion dollars! The pathetic attempt to penalize defaulting payors by going after 
only 250 of them in one year, is matched only by the pathetic reality that for all this 
government’ rhetoric, FRO arrears have almost doubled under the Conservatives. So 
much for their new enforcement tools! The Auditor was correct in his assessment that 
the audit proved the new tools were rarely used, and usually only when a recipient or an 
advocate demanded that more aggressive action be taken to secure support payments 
and/or arrears. This government has a long, long way to go before it can legitimately 
claim it is doing anything serious about the level of arrears or the problem of defaulting 
payors. 


The New Democratic Party believes the new FRO user fees are nothing but a money grab 
by the government and do nothing to force defaulting parents to pay support on time. 
Further, as the fees go directly to the Consolidated Revenue Fund, it is clear they will not 
be used to hire more staff or to increase enforcement activities at the FRO. 


4) Opt-In Program for Support Payment Enforcement 


In February 2000, the Attorney General publicly suggested the government might adopt 
an opt-in program for support payment enforcement. This matter became part of the 
Committee’s deliberations during the public hearing on February 16". The Deputy 
Minister confirmed the Ministry was seriously reviewing this scheme as it was felt the 
scheme would allow the FRO to more effectively use its staff resources. The Attorney 
General has not made any further public comments about this matter as far as we are 
aware. However, this does not lessen the serious concerns the NDP has with this 


proposal. 


An opt-in program means that only those people who request having their support orders 
enforced, would be included in a government program to do so. They must specifically 
apply to participate—versus being automatically included as recipients and payors now 
are in Ontario, as soon as a court order for support is registered at the Family 
Responsibility Office. As a result of changes made by the Conservative government, 
payors and recipients can jointly agree to opt-out of the FRO system and make support 
payments directly between themselves. But this only occurs after the order has been 
registered and after the parties have jointly agreed to leave the system. Access to 
enforcement action is not available once the parties have opted out. One assumes the 
payment of support is not going to be a problem between the parties and that is why they 


agree to opt-out. 


The Deputy Minister inadvertently revealed that the opt-out provision touted by the 
Harris government is not working well at all for ex-FRO clients. She confirmed that of 
the 12,000 people who had opted out, some 8000 had actually opted back into the FRO. 
Clearly these individuals discovered they really needed enforcement action by FRO staff 
to ensure they received their support payments after all. Given this recent experience in 
Ontario, we cannot understand why the Harris government would ever consider changing 
the FRO to an opt-in program. Too much is left to chance without an automatic inclusion 
in a program designed to enforce support orders. Ontario has enough of an arrears 
problem even with a program where recipients and payors are included in the 
enforcement system. Imagine what the situation would be for thousands more Ontario 
families if recipients didn’t have access to even minimal enforcement activities! 


The New Democratic Party believes that the best protection for recipients and particularly 
children, is to continue to be automatically included in the FRO system once the court 
order is registered. An opt-in system serves only to make inclusion in and access to 
enforcement activities, much more difficult for families we really need to assist. 


In conclusion, the New Democratic Party caucus remains very concerned by operations at 
the Family Responsibility Office and cannot agree with those recommendations adopted 
by a majority of Committee members which, in our opinion, will not improve the 
workings of the FRO. If the Attorney General were truly serious about making a 
difference, he would hire more staff at the FRO as he promised to do over 8 months ago. 
Then he could stop offloading his responsibility for enforcement of support orders, to the 
private sector. And he could dismiss any further notions of an opt-in program which 
would only lead to less protection for the very recipients and children whom the 
government is supposed to assist and protect. 
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